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SUB J : INTERPROVINCIAL PIPELINE TARIFF INCREASE 

1 . SUMMARY. THE NATIONAL ENERGY BOARD (NEB) HAS ANNOUNCED 
THAT AN ADDITIONAL 15 CENT INTERIM TARIFF HAS BEEN AUTHORIZED 
FOR THE SARNIA-MONTREAL EXTENSION OF THE INTERPROVINCIAL 
PIPELINE (IPL). IN ASENCE FURTHER GOC ACTION THIS WILL 
DESTROY EQUILIBRIUM IN IMPORT COMPENSATION PROGRAM AND 
PROVIDE INCENTIVE TO IMPORT MORE OFFSHORE OIL INTO MONTREAL. 
GOC WILL PROBABLY SUBSIDIZE IPL IN AMOUNT OF INTERIM TARIFF 
PENDING FINAL RULING ON RATES BY NEB. END SUMMARY. 

2. NEB HAS AUTHORIZED IPL AN INTERIM INCREASE OF 15 CENTS 

PER BARREL FOR MOVING CRUDE OIL FROM EDMONTON TO MONTREAL. 
THE CURRENT PIPELINE TARIFF FROM EDMONTON TO BOTH TORONTO 
AND MONTREAL IS 60 CENTS PER BARREL, INCLUDING A CHARGE 
OF 5 CENTS PER BARREL FROM SARNIA EASTWARD. IN OTHER 
WORDS, THE SARNIA TO MONTREAL TARIFF WILL BE 20 CENTS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 OTTAWA 00596 160100Z 

PER BARREL. INTERPROVINCIAL HAD REQUESTED A 61.5 CENTS 
PER BARREL TARIFF. THE INTERIM TARIFF INCREASE IS 
EFFECTIVE MARCH 1 . 

3. PRESENT SUBSIDIES ON THE MONTREAL PIPELINE EXTENSION 

AND THE FEDERAL IMPORTED OIL COMPENSATION PROGRAM EQUALIZE 
THE DELIVERED COST OF DOMESTIC AND IMPORTED OIL AT 
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MONTREAL. IN ABSENCE FURTHER GOC ACTION THIS EQUILIBRIUM 
WILL BE UPSET ONCE THE PIPELINE TARIFF INCREASE GOES 
INTO EFFECT BECAUSE MONTREAL REFINERS WILL HAVE AN INCENTIVE 
TO CUT BACK ON THE AVERAGE 250,000 BARRELS PER DAY OF 
DOMESTIC CRUDE THEY RECEIVE THROUGH THE PIPELINE. WHICH 
WILL BE COSTING THEM MORE, AND SUBSTITUTE SUBSIDIZED 
IMPORTED CRUDE. BETWEEN NOW AND MARCH 1, THE GOC WILL 
CONSIDER POSSIBLE CHANGES IN THE SUBSIDY PROGRAMS TO DEAL 
WITH THIS PROBLEM. THREE ALTERNATIVE COURSES OF ACTION 
EXIST FOR THE GOVERNMENT, NONE OF WHICH ARE WITHOUT 
POLITICAL PROBLEMS: 

A. DO NOTHING AND FORCE MONTREAL REFINERS TO PAY 15 CENTS 
PER BARREL MORE FOR CANDIAN CRUDE, GIVING THEM AN IN- 
CENTIVE TO INCREASE THEIR CONSUMPTION OF OFFSHORE CRUDE. 

THIS WOULD BE A DIRECT CONTRADICTION OF EXISTING ENERGY 
POLICY WHICH SEEKS TO REDUCE IMPORTS. 

B. REDUCE THE COMPENSATION PAYMENTS ON IMPORTED OIL TO 
RESTORE EQUILIBRIUM IN THE DELIVERED PRICE OF DOMESTIC 
AND IMPORTED OIL AT MONTREAL. THIS WOULD NOT BE 
WELCOMED IN THE ATLANTIC PROVINCES WHICH ARE ALREADY 
UNHAPPY ABOUT THE PRICE DISADVANTAGE THEY SUFFER IN 
RELATION TO CENTRAL AND WESTERN CANADA. 

C. INCREASE FEDERAL SUBSIDIES ON THE SARNIA- MONTREAL 
EXTENSION SO THAT MONTREAL REFINERS CAN CONTINUE TO 
RECEIVE CANADIAN CRUDE AT CURRENT PRICES. THIS WOULD 
APPEAR TO PROVINCES IN THE WEST AS YET ANOTHER 
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SUBSIDY FOR MONTREAL. 

4. EMBASSY HAS LEARNED FROM OFFICIALS AT DEPARTMENT OF 
ENERGY. MINS AND RESOURCES (EMR) THAT GOC WILL PROBABLY 
OPT FOR LATTER ALTERNATIVE. THEY SAID THAT THE MECHANISM 
FOR THIS SUBSIDY HAS NOT BEEN DETERMINED, BUT IT IS 
LIKELY TO BE A PAYMENT BY THE GOC DIRECTLY TO IPL IN 

LIEU OF THE TARIFF IPL WOULD OTHERWISE HAVE COLLECTED 
FROM MONTREAL REFINERS. 

5. EMR OFFICIALS ARE NOT PARTICULARLY PLEASED WITH 
PROSPECT OF SUCH AN ARRANGEMENT BECAUSE: 

A. IT WILL NOT BE HANDLED UNDER EITHER THE IMPORT 
COMPENSATION PROGRAM OR THE "DEFICIENCY AGREEMENT" WITH 
IPL UNDER WHICH GOC COVERS FIXED AND OPERATING COSTS-- 
BUT NOT PROFITS"-ON SARNIA TO MONTREAL EXTENSION. 

NEW LEGISLATIVE AUTHORITY WILL THEREFORE BE REQUIRED. 
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B. SOLUTION CONTRIBUTES NOTHING TOWARD REDUCING PAYMENTS 
TO IPL UNDER THE DEFICIENCY AGREEMENT WHICH LAST YEAR 
AMOUNTED TO $20 MILLION. 

6. NEVERTHELESS. EMB OFFICIALS FEEL THAT A COUNTER 
BALANCING SUBSIDY TO IPL IS LEAST OBJECTIONABLE MEANS OF 
MAINTAINING THE STATUS QUO PENDING FINAL NEB DECISION 
ON RATE STRUCTURE. NEB DOES NOT EXPECT HEARINGS WILL 
BE COMPLETED AND REPORT ISSUED ON IPL TARIFF RATE 
UNTIL JUNE AT THE EARLIEST. 

ENDERS 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PROVINCE, TARIFFS, PRICE TRENDS, PETROLEUM PIPELINES 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 15-Feb-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977OTTAWA00596 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D770054-0578 

Format: TEL 
From: OTTAWA 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770240/aaaabjrw.tel 

Line Count: 127 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 2939cec6-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EB 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 17-Dec-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3319411 
Secure: OPEN 
Status: NATIVE 

Subject: INTERPROVINCIAL PIPELINE TARIFF INCREASE 
TAGS: ENRG, CA 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/2939cec6-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



